Researchers pay more and more attention on the price comovement-effect among international stock markets. This paper deals with the transmission mechanism of price shocks among three stock markets of China, Russia and India, with a sample of weekly returns. The results showed that the price fluctuation of each market has an influence on other markets, although the price behavior is significantly independent. The impact of external price innovations will last 5 or 6 weeks usually and disappear after about 8 weeks. The pattern of transmission-mechanism for the price shocks is very different from each other.
Meanwhile, they are also key countries attracting international investment and hot money in recent twenty years.
As we all know, the price comovement-effect among international stock markets has been a focus of researchers' attention in the finance (Berger and Pozzi, 2013) . Along with the increasing growth of the bilateral economic and trading linkage, the financial relationship among China, Russia and India is continuously strengthened. This study intends to explore the shock-transmission mechanism of stock price among China, Russia and India, which has an obvious practical importance. The remainder of this paper is organized as follows: section 2 is a review of the related theory and literatures, section 3 discusses the methodology, section 4 reports the empirical study and section 5 concludes the paper shortly.
Theory and Literature Review
Generally, the price comovement-effect in stock markets could be thought as a chain reaction, that is, the returns of different markets, different sector-stock portfolios or different stocks in one market exhibit a significant correlation, and form a long-term equilibrium or a synchronous moving trend (Chen, 2010) . Under the background of economic globalization, researchers pay more and more attention on the comovement-effect of stock price across countries or areas. For example, Premaratneb and Balaa (2004) showed that the comovement-effect among stock markets of America, Britain, Japan, Hong Kong and Singapore is statistically significant at different levels, and there is a significant transmission phenomenon from the stock markets of small economies to those of America, Britain and other major economies. Contessi et al. (2004) found that the introduction of the euro and the convergence of European countries' economic structure made the comovement-effect among European stock markets significantly increased in recent years. Berger and Pozzi (2013) measured the comovement effect and time-varying integration in financial markets with the unobserved components approach.
In literatures, the existing studies on the comovement-effect of securities usually followed three levels: the equalization of asset price, the economic theory for stock price comovement and the transmission (Grieb and Reyes, 2002) . Asset price equalization theory explores the market comovement from the perspective of asset pricing, which studies the diversity and convergence of asset price or returns based on the risk of asset and focuses on the degree of price comovement. The study on economic theory for stock price comovement extends the research on the equalization theory of asset price from financial field to much wider fields including trade, investment, securities market characteristics, geographic and cultural perspectives, to explore the intrinsic driving force behind the comovement phenomenon of stock price. The third level deepens this line of studies on time dimension and focuses on the crisis period to explore the special mechanism and characteristics of comovement effect among different markets during the crisis period.
There are two representative views to explain the comovement-effect of stock markets: fundamental-based comovement and behavior-induced comovement (Qixia Yang, 2007; Tam and Pui, 2012) . On the basis of the classic efficient market hypothesis (EMH), the fundamental-based comovement view considers that the return comovement of securities is resulted from the fluctuation of fundamental factors, which is also called the economic fundamental hypothesis. As far as stock markets are concerned, the fundamentals are the correlation emerging from cash flow or discount rate (Tam and Pui, 2012) . The correlation of changes in expected cash flow is usually resulted from the following aspects: changes of economic policies or homogeneous impact of important events on expected return or profitability of some securities. The correlation of changes in discount rate usually derives from changes of interest rate or related discounting methods. The theory of fundamental-based comovement has a strong linkage to economic structure, which could explain the comovement phenomenon among the closely related economies and industries, as well as the comovement phenomenon in the same industry sector. For example, Bekaert and Harvey (1997) and Chinn and Forbes (2004) found that international trade is an important factor accounting for the linkage among emerging markets. In fact, Gerrits and Yuce (1999) has pointed out that along with the rapid development of global trade and the increase of regional cooperation among countries, the less barriers to the flows of commodity, service, financial asset and human-resource made the stock price comovement-effect stronger.
The behavior-induced comovement is also called a trading-induced comovement coming from the market contagion, which points out that specific behavior of investors will form certain transaction mode, leading to changes of demand on the securities and further resulting in the comovement-effect of return rate in stock markets (Berger and Pozzi, 2013 (Lee, Shleifer and Thaler, 1991) .
Some studies have investigated the stock price comovement-effect between China and other countries.
Han Fei and Xiao Hui (2005) found that the correlation between China and US stock markets is weak during 2000 . Ligao Chen et al. (2006 showed that the US stock market is much more independent compared with the Japanese and Asian emerging stock markets and the Japanese stock market is highly correlated with Asian emerging markets, while the Chinese stock market exhibits strong exogeneity. Jian Hu and Pengbo Lv 
Methodology
This study employs the approaches of impulse response function and variance decomposition to investigate the price shock transmission-mechanism among the stock markets of China, Russia and India with samples of weekly returns. In a VAR model, the shock on the i th variable will not only directly affect the i th variable, but also affect other endogenous variables through the dynamic structure of VAR model. The VAR(p) can be written as follows:
Where t y represents a k-dimension endogenous vector and t  is a multivariate sequence of stochastic error with mean-zero and nonsingular-covariance matrix 
The variance of 
Following the equation (5) 
Empirical Study

Basic Analysis
The correlation analysis showed that the correlation Note: * represents statistical significance at 1% level; ** represents statistical significance at 5% level; *** represents statistical significance at 10% level.
Impulse Response Function Analysis
According to the impulse response function, when exerted one unit standard deviation shock to a variable in VAR at period 1, all variables in the VAR system will respond in subsequent periods. Figure 1 
Variance Decomposition Analysis
The variance decomposition could obtain the relative importance of stochastic error influencing the variables in VAR system, which supports to assess the importance of different factors in the transmission mechanism of price shocks. Table 3 showed the main results of the variance decomposition in the first 12 weeks. Second, according to Table 3 , the results of variance decomposition are relatively stable after the 7 th or 8 th week and usually converge to a certain level. This is very similar to the conclusion obtained from the impulse response analysis. Undoubtedly, the impact of new shocks to stock price usually lasts for about 6 weeks and dies out after the 8 th week.
Third, the contribution shares of other variables to the variance of each variable continue to increase during all forecasting periods. However, a change of the shares for non-self variables is so small and keeps relatively stable in all periods. What's more, the RVC results are not sensitive to the forecasting periods. 
Robustness Test
The 2008 international financial crisis brought a huge and deep influence on the global financial markets.
Considering the robustness, this study divided the full sample into two sub-samples by the crisis and analyzed the two periods respectively. The sub-sample 1 (January Third, the results of impulse response analysis are obtained the following findings: 1) For the sub-sample 1, the response of the three markets to new shock usually lasted for about 5 or 6 weeks, followed by a rapid convergence and stable trend. However, for the sub-sample 2, there is no evidence for a convergence and the impact of external stock markets on the domestic market shows a significant instability. This may prove that the 2008 international financial crisis has a huge effect on international financial markets to some extent.
2) For the sub-sample 2, the magnitude of response is much larger than that for the sub-sample 1.
3) The
Shanghai stock market made a positive response to the price shocks coming from the Russian and Indian stock markets for both sub-samples. The accumulated effect of the Russian stock market to the price shock from China and India began positively, and turn negative gradually before coming to stability for the sub-sample 1.
However, for the sub-sample 2, the accumulated response of the Russian stock market to the price shock from China is still positive, but that effect of the shock from India is positive at first and then turns negative. 
Conclusion
Nowadays, financial researchers pay more and more attention to the price comovement-effect among international stock markets. This paper investigated the The results showed that the price fluctuation has an important influence on external markets, although the price behavior of each market primarily depends on the domestic factors. Obviously, the independence of price is significantly stronger than its comovement-effect.
Usually, the impact of external price innovations will last for about 5 or 6 weeks and then die out after the 8 th week in these three markets. The transmission mechanism of price shocks is very different from each other. Relatively, the Russian stock market has a significant influence on other two stock markets, and the impact of the Chinese stock market on the Russian stock market is stronger than that on the Indian stock market.
A further study suggested that the impact of external price shock to the domestic stock price significantly increased after the 2008 international financial crisis, as well as the sensitivity and response amplitude increased too. Especially, the price shock from the Chinese stock market has shown a fast growing impact on foreign stock markets.
